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Dear Colleagues,
 
Paper [9/11] Older People and Employment
 

At Party Conference in October our Chairman, Oliver Letwin, announced our challenge for the year ahead: to tackle three key topics that will shape the debate for years to come. These topics are Ageing; Productivity; and the Cities, Towns, and Villages of the Future. 

This month’s Discussion Brief is the first to tackle these vital subjects and deals with the interaction between demographic ageing and economic productivity. Next month we will move onto the Cities, Towns and Villages of the future by investigating local transport and the effect it has on your work, leisure and family lives. These are themes that we will develop further over 2012.
You may notice some changes to our question types this month; this is in response to requests from some groups for a less technical approach and shorter answer formats. Do let us know what you think in the comments box or get in touch with our Professional Director, Daisy Meyland-Smith, and the team at [cpf@conservatives.com].  The closing date for this brief is 6 January 2012.
This month also sees the trial of our first online survey – which investigates further the themes laid out in our Vulnerable Young People Discussion Brief, putting to you some of the suggestions from other groups. Why not circulate the link to this to members and non-members in your constituency to show them what the CPF is about and broaden our understanding of the problems facing young people in your area? The survey can be found here: https://www.surveymonkey.com/s/HP9CJVN
This won’t be the last of the new developments here at the CPF and we do hope that you will send us any other ideas about ways we can talk to new audiences. For those of you reaching out to new CPFers and telling potential members about our programme, the next Discussion Brief, in December, will be Local Transport and we will also be circulating the CPF Christmas Quiz. We will be announcing the programme for the first quarter of next year shortly.
I look forward to seeing many of you at CPF Winter Conference.  Please do come and join the conversation at Scalford Hall, Melton Mowbray. Details of the Conference are attached and are also available our website: www.conservativepolicyforum.com.

 

With best regards
Natalie Elphicke
National Director, CPF

This brief is the first of a series on demographic ageing. This month we lay out the scale of demographic change in Britain and explore the challenges this presents, as well as the incredible opportunities. In particular, we will focus on employment, learning and retirement. Later papers will move on to cover pensions, housing, social care, health and families, amongst other topics.
The scale of demographic change

In the last three decades, the life expectancy of a male child born in the UK has risen by eight years. Experts have regularly pronounced that continued improvement in life expectancy could not be sustained but we have confounded these expectations: growing national wealth, education, medical advances and improvements to living conditions have all played their part.
Naturally this means that the number of older people in our society has grown, and the percentage of UK citizens aged 65 and older has grown too. Those aged 65 and over have increased, since 1981, from 15.00 per cent to 16.63 per cent of the population.
 By 2029, nearly 40 per cent of the people living in England will be 50 or over.
 
	
	1981
	1991
	2001
	2011

	Total population of the UK
	56,343,569
	57,338,199
	58,999,781
	62,435,709

	65 and over
	8,449,372
	9,031,204
	9,340,261
	10,386,167

	65 and over as a percentage of the whole
	15.00%
	15.75%
	15.83%
	16.63%


Table data from: Eurostat

And this growing body of older people is more diverse than ever. What the headline figures do not show is the huge disparity in health and wealth experienced by the new older generation. As we mentioned in our recent Discussion Brief on Poverty, people living in the poorest neighbourhoods die, on average, seven years earlier than people living in the richest neighbourhoods. This statistic is shocking but made far worse if we look at average disability-free life expectancy. Here the difference is even larger: 17 years between those living in the poorest and richest neighbourhoods.
 
The challenge

This means that our society must not only adapt to an increasingly numerous older demographic but also to the idea that members of this group have wildly varying capabilities and needs. Healthy older adults will increasingly feel able and keen to work for longer and remain independent of their families and the state for many more years, others face longer stretches receiving disability allowances and an extended retirement for which they have not had the chance or inclination to save. The challenge for government policy is to enable those who want to work to do so, protect those who are unable to be economically active, and support people through retirement.

There are economic benefits to having more older adults who want to work remain in employment, it would help tackle the deficit, pay for a growing burden of care and provide for younger generations. Warburton and Davies, in their report More producers needed, demonstrated the potential impact upon GDP of moving workless families back into employment, claiming that a 10 per cent drop in the number of workless households would add around 1 per cent to GDP - even if those households were initially only half as productive as existing working households.

But we must also recognise the value of retirement, and the different things retirement means to different people. Many people look forward to retirement as an opportunity to volunteer, spend time with grandchildren or develop a hobby. We should look at ways of supporting older people once they have finished work, including issues around pensions, long-term care, volunteering, and family policy (which will be considered in future CPF papers).

Employment

The number and proportion of older people in the labour force has increased over the last fifteen years:
	Participation in the workforce by gender and age group
	50 – 64 years old
	65 and over

	
	Men
	Women
	Men
	Women

	July 1996
	65.9%
	49.5%
	7.3%
	3.0%

	July 2011
	70.7%
	59.4%
	11.6%
	6.2%


Table data from: Labour Market Survey

This change obviously has a range of effects upon employers, career paths and our workplaces. Particular worries have surrounded productivity and compensation packages:
Productivity. Research into the productivity of older workers has been remarkably sparse, given the importance of this topic, and mixed in outcome. However, the broadest surveys seem to suggest that increased job knowledge, experience and maturity offset any decline other abilities. Older workers also respond well to (re)training opportunities – see section below – and in a poll, 77 per cent of HR directors reported that workers aged 55 or over do as well as younger colleagues.
 This is likely to remain the case as the older generations of the future are increasingly better educated and hold more formal qualifications.
Career paths and compensation. Given a growing acceptance that working patterns for older workers may differ from historical approaches – see section on flexible working, below – companies (and the public sector) need to redesign their compensation packages to reflect this. Traditionally, younger workers have been prepared to accept lower wages in return for training and ‘on the job experience’, while older workers have been better paid in order to maintain motivation in later phases of their career. A higher incidence of part-time or flexible working amongst older workers means that the relative compensation of these two groups may be the subject of future reconsideration. 
The previous proliferation of final salary pension schemes provided incentives for workers to retire early, rather than continuing in employment with reduced hours or responsibilities if they wished, as a step down in salary would reduce their income during retirement also. And in some careers (such as the law) a tight, pyramidal structure leaves older workers who have missed out on promotion with nowhere to go and little hope of progression. The mindset that salaries and seniority must inevitably rise over the entire career span has lessened the likelihood of keeping experienced workers economically active.
Ill-health. For those affected by ill-health, this is obviously a major barrier to remaining in employment. Though today’s older workers are healthier than in the past, chronic health problems like cardiovascular disease, diabetes and musculoskeletal conditions are more frequent in older people and common seasonal illnesses such as flu, can have a greater adverse impact on a person with chronic disease. As a result, though older employees are much less likely to take sickness absence, when they do periods of absence are, on average, longer. 
	Sickness absence by age group
	Percentage with any sickness in last 12 months
	Average number of days of sickness in last 12 months

	16-24
	58
	3.7

	25-34
	54
	4.6

	35-44
	49
	4.7

	45-54
	42
	4.3

	55+
	41
	7.6


Table data from: Department for Work and Pensions

Job blockers?

The Coalition Government’s decision to abolish the Default Retirement Age brought fresh fuel to the debate over the effect older workers have on the jobs market for the young. Many columnists wrote angry pieces asking older generations to ‘get out of the way’. The implication here was that the economy can absorb only a fixed amount of labour. What was interesting about these assertions was that they were often presented in tandem with the idea of ‘job creation’ for the young – including types of job for which older people seldom compete.

Saga's director general, Dr Ros Altmann, described fears that the change could bar younger people from finding jobs as a fallacy. This was her reasoning: 

If you have got more people working at any age they will have more money to spend and create jobs for more people... Everybody loses if you force people out of work, when it is a growing proportion of the population. If someone is still working they are creating wealth somewhere in the economy.

These worries about delayed retirement reducing the supply of jobs also often ignore the nature of over-55 career paths: a recent survey found that 60 per cent of over-55s do not want to stay with their current employer past the customary retirement age – they are looking for a more flexible approach to work and a new challenge. The top three ‘part-tirement’ roles pinpointed by over-55s were teaching (either full-time or supply), office administration, and working in a shop. Others mentioned caring, volunteering, charity work and counselling.

While many over-55s may opt to stay in the same company, they are often keen to changes tasks, perhaps towards a training and mentoring role. They may wish to take a less physically demanding job, or work fewer hours. So even if there were a limited supply of some jobs, ‘churn’ is likely to continue through top roles.
Lifelong learning

The UK working population is significantly less productive on a per worker basis than France, Germany and the US.
 Add to this the fact that approximately 80 per cent of the people who will be in the workforce in 2020 have already left compulsory education and it becomes clear how important it is to ensure that learning continues after workers finish compulsory education.

This is true across the board but particularly the case where people are looking to change career path – as mentioned above – or gain teaching skills that will allow them to pass on job experience to others. Yet older workers receive less training than other groups: 10.8 per cent of employees in the UK aged between 50 and retirement age received job-related training in April to June 2011, compared with 14.5 per cent of those aged 25-34 and 18.3 per cent aged 18-24.

 ‘Down-shifting’, flexible working and career changes

Many people do not want retirement to be an instant retreat from employment. A recent Aviva report focused on this issue found that 59 per cent of people would rather reduce their work commitment – ‘downshift’ – than simply give up work. Of those not planning to downshift, 17 per cent said it was not possible in their career and 25 per cent did not want to.

The report also highlighted the variety of forms these changes can take: 21 per cent opt to work fewer days, 15 per cent fewer hours, 16 per cent move to a less stressful role, 11 per cent move to consultancy work and 11 per cent chose to turn a hobby into a business proposition.

Many of these downshifters opt out of paid employment but are still providing services that do not show up directly on the national accounts, though it is noticeable from the chart below that volunteering rates do not rise as significantly after retirement as one might expect.
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Chart data from: Department for Communities and Local Government

Interestingly, types of volunteering are segmented. Middle-aged volunteers tend to take on very practical roles such as organising events, campaigning and raising money. Young people are involved in mentoring and befriending. Over-65s, on the other hand, fulfil similar roles to those mentioned as potential career changes and downshifts: leading committees; visiting people; and secretarial or administrative work.

The value of volunteering by older people was estimated recently at £10 billion a year.
 And according to the Department of Work and Pensions, an increase of 10 per cent in the hours of volunteering contributed by over 65s would be worth over £500 million.

Retirement
The concept of retirement has changed radically over the past century. As Peter Laslett examined in his 1989 book A Fresh Map of Life, we have created a new ‘age’ – the third age, which he describes thus: 
First comes an era of dependence, socialization, immaturity and education; second an era of independence, maturity and responsibility, of earning and saving; third an era of personal fulfilment; and fourth an era of final dependence, decrepitude and death.

Though Laslett stresses that these ‘eras’ can overlap, his essential hypothesis was that the blanket term ‘old age’ had become defunct as it now described an age group that was split into the third and fourth ages – with entirely different capabilities. Far from being enforced by ill-health and inability, many people who ceased work were entering a period of leisure. This is a new development that has been brought about by years of increasing life expectancy and very little corresponding increase in working years. 
	 
	Men
	Women

	 
	Life expectancy

	Retirement age

	Life expectancy
	Retirement age

	1984
	71.4
	63.7
	77.3
	60.7

	2010
	78.1
	64.7
	82.1
	62.5

	Increase (in years)
	6.7
	1
	4.87
	1.8


A recent survey showed, for example, that only 20 per cent retired because of chronic or age-related health conditions. In comparison, 33 per cent of over-55s retire either because their employer suggested it or they ‘reached the normal age of retirement’ at their workplace. A further 10 per cent were made redundant.

A 2004 National Audit Office report estimated that low levels of employment among older workers cost the economy between £19 billion and £31 billion a year – a figure made up of lost output and taxes, and additional spending on benefits.
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Coalition approach

Keeping people healthy

· More investment in the NHS every year. We are increasing investment in the NHS by more than £12.5 billion over the course of this Parliament, investment opposed by Labour. There will be a real terms increase in the NHS budget in every year of this Parliament. 
· End of age discrimination on the NHS. Age will no longer be taken into account when doctors decide if patients should receive treatment.

· Protecting free eye tests and prescriptions. Protecting pensioner benefits and concessions – including free eye tests and free prescription charges – to keep our older generations healthy for longer.
· Warmer homes. Introducing the Green Deal, the biggest ever energy efficiency programme, to keep older people’s homes warm. We’ve also protected Winter Fuel Payments and made permanent the temporary increases to Cold Weather Payments provided in the past two winters, at a cost of £50 million a year, so that eligible households receive £25 for each seven day cold spell recorded or forecast where they live.
· Cancer strategy. We have a published a strategy that outlines how we will save 5,000 lives a year from 2014-15. This includes more than £450 million of additional funding to achieve earlier diagnosis, two million extra diagnostic tests, and increased access to radiotherapy. We are also launching the first ever national campaign to increase awareness of bowel cancer and increase early detection.
· Investment in the best medical research. We are investing a record £800 million in the best medical technology to advance diagnosis, prevention and treatment. This is the UK’s largest ever investment in ‘early stage’ health research.
· Introducing the health premium and reducing inequality. We want to introduce a new and simple health premium that will reward progress on specific public health outcomes. This new approach will recognise that disadvantaged areas face the greatest challenges, and should therefore receive a greater premium for progress made. The Health and Social Care Bill will establish a duty on the Secretary of State for Health to reduce health inequalities for the first time.

· Improved public health. We are creating local Health and Wellbeing Boards in every part of the country which will have responsibility for improving public health outcomes in their communities. Public health is about helping people to stay healthy and avoid getting ill, so this includes work on a whole range of policy areas such as immunisation, exercise, nutrition, tobacco and alcohol.
Keeping people learning

· Lifelong Learning Accounts. We will offer every adult a Lifelong Learning Account. This will provide access to the new FE student loans and other forms of financial support for learning, such as an enhanced discretionary learner support fund; and allow adults to signal where they have demands which the market is not meeting. An account will also provide incentives for learning, including a means of recognising the social contribution made through volunteering. Accounts will provide access to personalised information on training already achieved and information on the wage and employment benefits of different courses. 
· A new all-age careers service. This service will provide clear and transparent information to all learners about the options open to them and the benefits of particular training. Lifelong Learning Account holders will be able to access the service alongside the personalised information in their account. 
· Apprenticeships for all ages. Many of the extra apprenticeships funded by this Government have been taken up by those over the age of 25. In 2003, there were no apprentices over the age of 24. In 2009, there were just over 10,000 apprentices aged 45 or older. In 2010, the Coalition has increased this number to more than 50,000 – with almost 4,000 over the age of 60. This is crucial step towards upskilling the work force later in life.

Helping people to stay active
· The end of discrimination in retirement. Phasing out the default retirement age by October 2011 and equalizing the male and female retirement ages at 66 by the year 2020.

· Introducing more flexible working. We are exploring proposals on how best to extend the right to request flexible working to all employees. This will mean that people can adapt their careers to changing lifestyles as they get older.
· Encouraging work as part of a healthy lifestyle. The DWP has asked GPs to consider a duty ‘to encourage patients with long-term conditions to stay in, or return to, employment' as part of Good Medical Practice guidelines. This move was backed by the chief executive of the General Medical Council, who said that there is ‘a lot of evidence that people having productive activity can be life-enhancing.'

· Encouraging volunteering. Opening up Government procurement will make it easier for social enterprises and charities to do business with and offer services to Government. The Big Society Bank is helping to provide new funds for charities, using money from dormant accounts and from high street banks. We have also set up Big Society Awards to recognise those contributing to building a bigger society and more than £100 million has been awarded to social enterprises to help them prepare for future opportunities opened up by the Big Society. Up to 5,000 trained Community Organisers will also encourage social action and give more people a chance to improve the communities in which they live. And the Innovation in Giving Fund and funds for modernising charity support services will help increasing volunteering and charitable giving.
Providing protection and choice
· Public sector pensions. We want to ensure that public sector workers continue to have access to pension schemes that are among the very best available. However, reform is inevitable because people are living longer – and so it is only fair that they should work for a bit longer before drawing their pension. Costs have risen by one-third over the last ten years – so it is also fair that we should ask all but the lowest paid public sector workers to contribute a bit more towards their pension. Most public sector workers will see no reduction in the pension they receive at retirement. In fact, many low and middle income earners will actually receive a larger pension income at retirement. And any worker within ten years of retirement will see no change in the age they can retire, and no change in the amount of pension they will receive when they retire. 

· Enabling comfortable retirement for all. For pensioners more generally, we have introduced the triple guarantee on pensions, which ensures that State Pensions will be uprated by earnings, prices or 2.5 per cent – whichever is highest. This guarantee included bringing back the earning’s link which will mean that someone retiring today on a full basic State Pension will receive £15,000 more over their retirement. We have also preserved key benefits for pensioners: free eye tests; free prescription charges; free bus passes; free TV licences for over 75s; and winter fuel payments.

Questions for discussion

1. How would you define middle age?
2. How would you define old age?

3. Looking at each of the age groups below, what three words would you use to describe each?
15 – 24; 25 – 34; 35 – 44; 45 – 55; 56 – 65; 66 – 75; 76 – 85; 85 onwards

4. What do you expect to be able to do at each of these ages?
15 – 24; 25 – 34; 35 – 44; 45 – 55; 56 – 65; 66 – 75; 76 – 85; 85 onwards

5. How can we best facilitate those who want to work to remain in employment? Is this an appropriate role for government?

6. What is retirement for?

7. Do you think we should expect every age group to volunteer?

Resources

www.conservativepolicyforum.com
This month we will be hosting a series of blog posts related to our theme of Older People. These will come from politicians, experts, and related charities, including: Aviva, Antonia Cox, Policy Exchange, IEA, Intergenerational Foundation, and the International Longevity Centre.
Aviva, Real Retirement Reports
Each quarter, Aviva produces its Real Retirement Report, providing analysis of the finances and related concerns of people in three distinctive stages of retirement: 55 – 64; 65 – 74; and over 75. Each issue also spotlights a particular related issue. These three are particularly interesting for this month’s topic:
· Issue Two, May 2010 – Part-tirement: http://www.aviva.com/data/media-uploads/news/File/pdf/2010/The_Aviva_Real_Retirement_Report_Issue_Two_19May2010.pdf
· Issue Four, December 2010 – DIY retirement and down-shifting: http://www.aviva.com/data/media-uploads/news/File/pdf/2010/The_Aviva_Real_Retirement_Report_issue_4_December2010.pdf
· Issue Six, June 2011 – Employment after 55: http://www.aviva.com/data/media-uploads/news/File/pdf/2011/aviva_real_retirement_report_june2011.pdf
Office for National Statistics
Statistical Bulletin: Older People’s Day 2011
http://www.ons.gov.uk/ons/dcp171778_235000.pdf
The BBC
Default retirement age scrapped allowing people to work beyond 65, 6 April 2011
http://www.bbc.co.uk/news/uk-12982824
Centre for Policy Studies
Warburton and Davies, More Producers Needed, 2010
http://www.cps.org.uk/cps_catalog/more%20producers%20neededupdate.pdf
BIS

New Challenges, New Chances: next steps in implementing the further education reform programme, 2011

http://www.bis.gov.uk/newchallenges
People to seek opinions from
People over 55, employers, volunteers, medical professionals, retired people
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